l

BY GENEVIEYE B. WIMSATT

AMERICAN business has scheduled
expenditures of $27.2 billion lor new
plant and equipment in 1882, an in-~
croage $2% billion or 8 poresnt above
the aetunl 1961 total. Envesiment in
this amount in 1962 sompavez with the
record of $37.0 billion in 1957. In-
dustrywise, the 1062 expaneion in capi-
tal budgete is broadly bosed, with aR
major indvstry proups except nonradl
trensportation planning higher invest-
ment than in 1981, Further, the
survey ! indicates an upward trend in
sxpenditurcs throughout the year.

Accompanying the esolarged eapital
programs are expectations of advnnces
in szles ond revenues to new records.
Manulneturing and public utilities com-
ponice estimate 1962 receipls at rates
7 opnd 8 porcent abova 1981. The
suticipated rize in retail and wholesala
tzade ie about 5 percent.

Profila of 1962 investment progroms

Businessmen’s investment plane for
1062 suggest an overall oxponeion which
is moderate in view of the aubstantial
upewing in econvmic schivily and in
profite since the cyclical low carly in
1961,

Communications and  commersinl
firms expect o spend onetenth move
in 1962 than in 1961, Manulaeiurers
hove scheduled this year's investmeat
at 9 percent more than in 1961, while
loes-thex-average increases are pinnoed
by the dectric and goe wilities. The
results for mejor industrics ers sum-
mnizad in the ageompanying tabls,

Noleworthy i presont plans is the
improvemnant in investment by the
durabla goods manuiscturing indusiries,
where cutbacks were proneanced in
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- Capital and Sales Budgets for 1962

Bising Capital Invesiment—Record Sales Expected

the downswing, Fixed investment by
heavy goods producers thiz year is
axpectod to rise almoat ane-sixth over
1961, Railrond investment which does
not bulk largs in total hozinese spend-
ing, reports an intacruption in the
long downirend m equipsnent pur-
chasing with some recovery following
the sherp drop in 1961.

Quareorly programs

The quarierly tabulntions show &
pattern of rise from the saesonally
odjusted annunl mnde of $35K% billien
atiained in the finnl quarter of 1061.
Zpending in the first guarter is sched-
uled ot $38 billion, and the second
quarter is slated for a lurther smwll
incroase to $36% biltion. The expecied

goods producers and commercial com-
pauies.

Under cwmaent plons, piant  nod
equipment purchases by durable goods
preducers will be 18 percent higher in
the aceond quarter of this year than in
she corresponding guarter of 1961, For
ali nonagricultural businesy inveatment
by midyear is expected to be at n rata
9 perccnt above the second quorber
1981 trengh, with heth manufacturing
and nonmenulaciuring as a whole con-
tributing about equally to the ad-
FANCES.

Comnprrison of the snticipated out-
Inye in the first half year with the
respondenis’ proprams for e fall
yent 1962 yields o second half estimate
of $35 billion, or & percent Ingher than

incronse stems mainly from durable the first 6 months' projection, Most
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of this expected incressa is in monu-
facturing, public utilities and in com-
mercial indusiries.

Churrent capital budgets ae influ-
coced by numerous favorable shertrun
factors. Chief amnong these are rising
sales and bocldogs of unfilied ordevs,
improving profits, reletive eass io
financiog—botl; from nternal and ex-
ternal sources—und the need for reduc-
ing costs and otherwise improving the
cffectiveness of compelitive positicns
ond basicbechnological advences, These
wre providing & positive background for
investment decisions. In weddition,
proposals for tox benefits on invest-
ment—in the form of beth tax crediia
and more rapid deprecinbion rabes—
ars now being considered.

On the other hond, & contrary
infivence is the relalively mmnple ca-
pacity in most areas, despite the fact
that capital investment hos constitnted

SURVEY OF CURRENT BUSINESS

a daclining propordon of total outpué
for the past four yours.

Manufacturers’ Investment
Prozcrams

With record sales snd new orders,
manufacturers heve laid plans lor sub-
stantisl additions t¢ their productive
facilities in 1962, Expenditures this
year moy total $15 billion ns cormnpared
to $13% billivn in 1961 snd $16 billion
in 1857, whon the 19565-57 inveatment
boom reached its penk. While planned
increases from lusi year are general
among the component induateies, the
moet substantinl advances are originat-
ing in durable goods. " Here, many
firms nre oggressively atiempting to
hLetéar market positions by the improve-
ment or addition of products, or by
lowering costs nod increasing efficiency
via autemnted eguipment,

MANUFACTURERS' ENLARGED 19462 CAPIYAL BUDGETS
Refloct Recend Proflts Improvemant and Expectations of Higher Saler
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Primary impetus o the expectail
advance in capital spending lies with
the largersized companies. Plans of
medium and smaller firms are consist-
ently more modest but tend te follow
the industry pattern. That is, in those
industriea reporting the largest antici-
pated rizes in capital spending, incranses
are generolly larger among all size
groups than 1n thoss aress where the
overall rise is small.

Lerge rise for durable goods
Clurrent plans of durable goods pro-

ducers provide for a 12 percent riss in

Tahls L~Tarantnps Change in Plant aod
ipment Expendibures 1960=81 and
Anlicipnted T961-62
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investtinent during the sscond guartar
ol 1962 over actual expenditures in the
fourth quarter of 1961. A further rise
is expected for the second holf. (See
chart.) Becouse of the very sharp
contraction in sopital expenditurey by
Lesvy goods companies in recent busi-
nesa dewnturns the poticipsated rate of
37 billion in the spring quarter of this
year would be 5 percent under the 1960
cyclical higk and 15 percent under the
1957 reeond.  IF second hell plane ere
replized, however, spending may return
to recordd rates.

Comiparison of the quarterly move-
ments eince 1857, shown in the chart,
indicates the lend tima of raversals in
sules and profits tovementis over turns
in plant and squipment expenditures.
The relatively stoep rise in profits and
ropidly improving sales in *ocent quar-
ters are raflectad I the oxponsion of
durable goods producers capitel hudgets
for 1062. Historieally, movements in
enpital outlays for the group have been
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more volutile than snles, but less o, of
course, than thoso of profits.

Iron and stesd producers’ plans call
for n 30-percent riee from a relatively
low 1861 bose, Projections now are
for substantinlly incressed rates of
spending throughout the year. Out-
Iny2 of nonferrous mstal firme in the
aecond balf are expected to be back to
course, the 1960 amount.

Both motor vehicle and other trons-
portation equipment monulacturers are
soheduling 1962 capitzl spending ot
rates one-fifth lovgar than 1961 ouwtlays,
with an uptrend implied f we entire
year. Investment by nensutomotive
trapeportation equipment producers,
which hove fluctuated within » namrow
range since early 1958, ore expscted to
move to & tew high in the fina] half
of 1342,

Producers whose major busites is
the output of enpital equipment items—
ie., elecirical and nonelectrical me-
chinery and squipment—are reporting
divergent trends. Ian nonelactrical mo-
chinery—where demand for construc-
tion, stere and office and other specinl
equipment is atrong—1962 expenditures
are projecied to rise nn eighth.

In contrast, electzical machinery pro-
ducers, whose rate of investmeni growth
is well above the general indusiry aver-
age, are reducing programs soma 3 per-
cent balow 1861 outlays. This iz ¢oe
of the few manufocturing industries
where copital outlays expunded sub-
stantially m 195960, and In the firab
quarber of lost year surpassed the guar-
terly Ligh in 1957 by 16 parcent. Out-
lays beld at this high platean during the
remainder of 1061,

Tabla 2,—FPetroleum Industry Flant aod
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Investment in nondurables higher

Producers of nondurshble goods—a
strong group in 1961-—bave scheduled
snother incresse in plant and equip-
ment for this year. As can be seen in
the chart, outlnys by the group were
well mpintpined during the late 196061
dewnturn in business, and inves@ment
during 1862 will continue the moderata
uptrend which began in early 1958,

The incresse in programa in 1982 is
primerily sétributable to chemical, rub-
ber and petrolsum compazies. (See
text tebls.) Ol companies expect to
spend $2.8 billion this year, 2 percent
more than in 1961. The projected in-
areade centers in Iocilides for refining,
petrochernicals and marketing, while
preduction snd trenaportation expendi-
tures wre planned ab lower rates this
yenr than in 1961, Other mejor non-
durable geods indugtries—food, textilea
and paper—expect to mainfain capital
budgets cloaa to 1861 levala,

Nonmanufacturing Invest-

ment Schedules

Consistent, with growing distribution
requirements and widening marksts for
&ll Eypes of services, Roamanufacturing
frms capital ocutlaye bhave been nc-
counting for a prowing proportion of
all nonagricultural ‘Tbusiness plant
and squipmont expenditurca. Expooted
purehases in 1962 will ba a record : out-
lays may exceed $22 billion—up 7 per-
cent from 1961 ratas.

‘Witbin the commarcisl group all seg-
ments except finance are contamplating
onlarged purchases of new plant or
aquipment, this year. Pearcentagewiss,
the Inrgest inoreases ara programed by
servics and troda firms. Recent trends
in building permits for stores, garagss,
restaurants, ete., together with the rise
in new ordera for conetruction, store
and office machinery genarally eonfirm
tha proboble realizntion of these plans.
Financs compnnies ars expocting to
gpend sbout the same amount s in
1961,

Utititles Nigh but eesing in first helf

Plant and equipment axpenditures by
public utifitiea heve been in on irregu-
lar but genernlly declining trend sines
late 1057. Anticipated outlays this
yonr ava scheduiad to be 2 percent phove

&

the 1951 rate, but the quurterly pat-
torn of spending points te s continuing
decline in the first two guntters of this
year. A pickup is indicated for the
second half.

The same general pattern is charne-
teristic of both the alesitic and gas
groups. KHowever, the investment pro-
grams of the eloclric group &8 mow
plonned are somewhat stronger than
for gas eompanies,

Qther industries miced

Expenditures for capital iteme by
norrail transportnfion companies hava
been dominated in recent yesrs by the
jot. plone acquisition programs of the
airlines. Ohrders for thiz new genera-
tion of commercinl aireralt ware mab
very quickly, and capacity moved up
fpster than demand. Payments on
thess planes resched their high point
in 1959, Flanned outlsye for 1962
revaal further sharp declines in spending

CAPITAL DUTLAYS OF
NONMANUFACTUMNG FIRMS
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by aitlines—this year's total may drop
& fourth from 1961.

A counter-balancing development has
appeared in the programed acquisitions
of trucking companies. The rise in
eapected spending thizs year about of-
sete the nirtlines’ reduciien in dollar
purchases. Pipeline companies are
lowering cnpital budgets moderately
while other nonrail transportation coin-
punies are planning small increases
For the group as o whole 1662 expendi-
tures mey be about the same as in
1961, with ne definite frend evideni
withiz the year.

As nated earlier, raihonds' capital
cutlays in 1262 nre scheduled for sub-
stantial increases, with traffic and
eoarnings improvement, Both capendi-
tures for rond and equipment are
expected to rise. Oprders for [reight
care and othe equipment have in-
creaged aharply in recent weeke from
comporatively low positions pe rail-
roads found themselves unable te cope
with the demand (or moving all types
of commodities, but particulatdy grain
and steel. Contpbuling o the pros-
sure is the coneiderable reduction of
nuniber of cars owned by the roads in
the last four years and the inereaso in
the proportion of cars nwaiting repair.
Currently programs are predieted to ba
en 6 1sing trend Uheoughout the yer.

‘Table I,—Buaineas Sales, Actual and Anlics-
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Lad by nonferrous matnl extigetive
companies, mining firms are scheduling
8 modernte ndvance in plant and equip-
ment expenditures this year. The in-
creased spending would, however, still
be o filih bLelow pealz attoined five
years 5g0 when the search for new ore
veins and ol pools wos at ita height.

Realization of 1961 Programs

Projections for the year 1081 wers
made in o decidedly less lavorable
environment than were the ocurrent
wear's budgets: the first quarker of 1961
proved to be the trouph in national
output. Total outlnys were projectad
nt slightly mora than $34¥ billion, or
3 percent less than in 1960, Although
businms improved during the year,
golen expectagions were not Tully met,
and programs were not greatly altersd,
with inal outlays nt $24% billion.

But the elose resulc im the total
stemmed Mom varying shifts in the
progeams of the different groups. Pu-
rable goods manufncturers reported
acturl purchases of %3 billion, 6
perceut below origingl budget antici-
pations.  Sales expectations by dumbla
goods prodocors were for uw 2-percent,
rise; inmstead o 1 percent decline was
registered for the year. Disappoioting
passenger car sales in the carly paxt of
1981 were certainly & factor in the
cutback of & fourth [rom planmed
acquisition of new fecilities by motor

Barel 1042

velicle compnnies. Nonferrous metal
producers also spent substantioliy less
in 1961 thao programed. Among other
durable gonds industrics only scientific
and professionn] instroment produncers
gpent more than budgeted esarly in the
Yaar.

Nonduarable goods peoducers” invest-
ment was almost the eame a3 projactad
enrly in 1961. Whilo most industrics’
expenditures fell moderately belew
plens, there were pubstantial upwmid
adjustments by textile, apparal, lonthar,
and printing and publishing companies.
Tha apprecinble reduction in supgeated
averaga livas under the aceslarated tax
depreciation sehodules allownd by the
Treaswry Department wos nunounced
koo late in the year to have been a
major facter in the taxtile industry’s
performance.

In the nonmanufactwring sectar only
public utilitiea companies overestimoted
the extent of their probabla capitnl
apending. The shortinli waa somewhat
grenter for the gas than for the electric
EOMPANIES. _

Expendituies by the railronds, and
by eonununications end commercial
firms in 10681 were larger thap indipated
by asadier programs. The roads ad-
vancad outlays by an sighth as earnings
improved during the yem. DBoth
wining and nmwail tronsportation com-
poniea hd ouwtlays to origina! badgets.

Sales Rise Bxpected

Manufacturers, trade firtng, and alac-
tric and gas atilities oll look forward to
record eales and revenues this year
necording to the expectations reported
along with investment anticipations in
this survey. In each cose, projected
anlea sllow for some further expansion
from the snles rates prevailing at the
turn of the year.

Manufacturars expect salas to rias 7
percent from 1961 to 1962, with durable
goods produceis projecting o somewhit
Inrgar gain than do nonderable poods
eompanies. Expansion of this magni-
tuda would mean thot somewhat over

one-hnlf of tha overall riso had cecurred
by yoar-end 1961,

Ratail and wholesnle tradas compnnies
each anticipate 5 porcent higher sales
this ysar than laet. Theeo expectn-
ticng appear Quite epnzervalive in view
of tha velume reached in the yenr-end
advanece.

Eleciric power snd gra companies
projent revanues in 1962 nbont 8 pereant
nbove 1061, Thess axpeeted increnses
compare with & psrcent sdvonges in
10561, altheugh thay are somawhat less
than che gainz axpericneed in ths 1950
60 recovery.
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Recovery in factory sales

As con be seen in tha table, every
major manuvfacturing industry antiei-
petas an ineregse in sales from 19681 to
1862.  Those expected by durabls
goeoda companies ara penerally rel: tively
greater thon for soft poods producers—
1 customery Ppoiiern ih A recovery
period.

The largest relative pnine—16 per-
cent ench—ars projected by steel and
nuis companies, which alse have pro-
groned the lnrgpest increnses in capitel
axpenditures this year, When com-
parad ta current activity, howaver, the
1962 sgles projections sugpest only
slightly more of a rise for motor vehicla
companies this year, ond 4 reduetion in
the rate of operations for eteel com-

SURVEY OF CURRENT BUBINESS

panies. The olectricnl and nonclec-
tricel machinery industries look forwerd
1o sales gaing of 7 percent and ¥ percent,
respectively, Irom 1981 to 1962,

Inn the nondurable goods indusiries,
anticipated sales gains in 1962 ore paced
by mbber and chemicals componice
which expect 1362 sales about o tenth
sbove 1981, In the former indusiry,
the advance primmily reflects the sub-
stantinl improvement in auto demnad,
while in the latter indvstry the expected
sales gain is more broadly based on the
recovery in industeial output. Cther
nondurable goods industrice expect sales
vizea of from 4 40 T percent.

Liest year's snles were slightdy lower
than projecied, and the component
manufacturing industries es well as

7

trade and uility Broms all corveclly
reported the direction of the sales move-
ments, It iz nlzo worthy ol note that
the sales deviations were guite similay
in magnitade, and, to a large axtent in
composition, to those in eapital outlays.

In minpnfncturing, sales rosze 1| per-
cent from 1860 10 1961 as compiwed to
a projection of o 3 parcent increase,
The short full ¢ccurred among moter
vehicles, primasy metals and olectrics!
machinery eompanies. The twoe lonner
industrics experienced o largor sales loss
thon projected.

Public utilitice and trade componies
realized sales gains of & percent nund 1
percent, respectively—or about 2 per-
cont lower than expected.

L
Table 4.—Expenditures on New Plant apd Equipiaent by U.5. Businesa !, 160-62 3
[Biions of dollara)
I
Arpyal T bl Seancnally adlusted Ak piHusl miss
1D 1 1P mn IRM Th
1008 | 1000 | Joa2d
Inad~ fhpr ~Huly= | Gk Jan.- | Ape.=[Joly=| Oct=Ing (A= Joo= Japr = oly=] Gt Iens [Apr.=July = | Oobe=| Fan=j e =
Mur, | Juns | Bopt. Mnt. | Juns | Sopt. | Lec, |Blor 3(0ups 0| Mo | Fune | ot | Dee. | Bine, | Fuoe | Sept, | e, [Roe gl iino
AHindoabrim. ... ceeeaiiiias G 68 [M,37 (316 | 7.0V | 028 (69 | LB | A0 | E6L | B85 | 0 [ B | 24 |38 lﬁ.ﬂ [ HY (3580 Q3,55 (3 0% [ T0 (35, 49 |G, L} | 2560
Manaisciorimg ladwr s, cun ooa 1,38 (10,68 (14,90 | 200 | LT6 | G5 | L.00 | &0 | &G | 334 | 2,88 | 3016 | 370 (J6 10 [ 78 |14 60 (L0 D116 (14 o6 |33 08 |04, fL440 | 1463
Iraic fogds Indhmirics.... T B2 | 2| .66 | LB3 LS80 | LDG | LAL | W08 | L EE | L7004 | LEB|PIG) TN | LA | 65D I..H! BIN| Ed0 | 70D | 1.4
Eriznurr Ik apd skl eraaea| 1 LML) Ay ) 2] LS 2R 3R M) LD 28] LAS ||| LTE) 4B B | L0 ] L1 LMO) 1] LM
rimnty notikrrody alal.. ...] L) .20 S0 @ 08| 07| @) Q7| 00| @) .07 0] 07| 20| 0| .| 0| .30 25| J2B) 25| .30 L
Ehm'in:ul Bchinery & squip-
Kusmum-mrmsnsmerrr-narens| 08 | (B} (6T J02 | M| 7| L3R L6 LY S0F] 20 M L10| 0O) .@5| (PO JTE] TD| .TR] D] JBE] LD bl
ld:llliﬂ' “Dﬂ!ﬂ-ﬂhﬂl‘inl.. LHlrmwm) L) 60| &) .)] .00 26| .38) &| . K| 0] .| LW LIS |LO6| L] LG | LIG| LO6 | Led | L306| 193
Mm“lllim I'Hlt ..... M oom) W) W17 )| W20 L2 05| 20 L) 2| 16| L20| BD| DO 0R| HI| .TD| EF] D] B .30 -
wral 3
mutar okl . ... A as | o] W] X0 0] ] ] Ll oW | oo| .| sof 42| .20 W] 40| 40] Ja0] W} Hp] 4
Blone, oy and f0Mea.eeciaeas N PR RN T N T O B S TN R T T T 1) R (NN A RSN F (VSN FN ESF AU I
Otber dornble goodet.. coecee | LOD | 148 | L8e | JH | 43| 3| 40 0] Jdn| B0 B[ BB AT feei o fesmnmnfean e fisrr - fiminn PRI NPDEN P B ORI IO
thnlih o Indowirios. oo ] 730 | Tl LAE | LW | 108 | LEE| L0608 | LR 20 |0, | LT | &G0 | T80 | A0 ) 728 | T00 | TR | TR | TAE | T
- S W LR L 2 R LB B 2 M)W B! N | M e W] LW ] LA L LoD LT
- - R N I (R T T T I O T I [ Y YT - i T ) Y ]
L] . ) o8| @] W s 2| Lkt o1 WiF| ] L8| I8 LT o | LR LBO| IS TR ] LeB] T L] oW
LT T Let11a@ L] &2 ( .40 0] .#t)| 3| .| O] .40 @0 .4d|L4p | L.oR | Loon | Lof) 160 Lo | l.08) Lo | 1o 1.08
FatroMit A bl oo 05 (2 | S8 (33| | cod | can | ow | s f L] M| e cef| s am )i | X0 |ET0Zv] San] Za0 | 268 | Tab
BT seagrrrrmrwrmmsrmnrrna) o0 | X 2| 00| | o8] 06] R 0 W] B D0 SO0 erici]ininrs (RPN PR S e afmmmerr fsnranafean mnfavanns
O ponduratie goodd ... . g coe | e SR Carf Cie| k] sl dir | | s oe| Dol B N NP W IR el el s
hinfry AR PR L] LR LB LB LB LB LI L] LW LA LT B L D00 L] LBE ) L L0 L 08 LA Xk
Kalltsad e L] 41| ] 30 2| U)W ) LG 20 ES| LR LLAY L 00| L) 70| JTR]| LB 8| (B0 L8N
Tranapecencion, aiber Uanrsll | LM | BEF | LB | o7 [ [ 47| o0 ofl | 48| o7 8| 0 [ 60 200 (200 | 180 L0076 LoR | LE0) LS| LVF] LM
Pablle uilitede s ceeeereere e B (B2 | E M) LB |02 | LGO | 008 | 000 | L2 | LW | LW 107 | LMD FEDS |70 | GGh | B70 (S35 | 000|500 | 05| 026 5. 20
e DT T L R I a.j - ‘L:ﬂ ) M| 85 TE| LB LTR| BB Iﬂ-“ P Y R U A ) e R S
Commerclel ard otherF.. ... f 840 [ 8 LEES ERERRTA PR AFTR ENTE FY N I M '

1, Do pacluls popsmlupen of agelaubuml bvainces and oueleyd clergod (o wurrent
g:: ayp based ooy andclprtel oppitpl gpmdiwm eepirted by Laincis In Tala

I-nun byl y J0E Tlm eatimates For Ghe {ingl and tagomd] qumriand of 1002 hava Ihhd [ lllu- T 1
o IabAaERr Y % in ambicipalory dits,
inmau et Enlirfem el Mt ad, P, P e, St nimek, ondionee, st Bsec Il bog

Fia,
1. Twwdee appauet, bl enpher, amnd priotisg sl publisliug,

l‘mi.{:-mut-m:l.lal Tim oatldpotad eupemdinces gud

lli Do For sullor Feurs wen: pnbs
orch 1068, I, mod L Surieg of Current Fusines. K

Iochsdnt trado, sorvieno, fnanco,
th“mnllr ad]u.m:d dll.n abo inclade comomanten
L m mtndd to Lolels doa ko

Bow .8, Dot t i B i 1
Mﬁzmu m:.'ntu Commeyes, Oiflos of Dustneay Boonoroles, ol Secnitles



